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Section 1902(a) of the Social Security Act
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Attachment 4.19B
(03/01)

Prospective Payment System Reimbursement as of 1 January 2001 for Federally Qualified
Health Center (FQHCs) and Rural Health Clinics Including FQHCs Located on Native
American Reservations and Operated by Native American Tribes or Tribal Organizations
Pursuant To Applicable Federal Law And For Which State Licensure Is Not Required

For services provided on and after January 1, 2001 and prior to October 1, 2001, all-
inclusive rates shall be calculated by the Department of Health, based on the lower of the
facilities’ allowable operating cost per visit or the peer group ceiling plus allowable capital cost
per visit. The base for this calculation shall be the average of cost data subnutted by facilities for
both the 1999 and 2000 base years.

For each twelve month period following September 30, 2001, the operating cost
component of such rates of payment shall reflect the operating cost component in effect on
September thirtieth of the prior period as increased by the percentage increase in the Medicare
Economic Index and as adjusted pursuant to applicable regulations to take into account any
increase or decrease in the scope of services furnished by the facility.

Rates of payments to facilities which first qualify as federally qualified health centers on
or after October 1, 2000 shall be computed as above provided, however, that the operating cost
component of such rates shall reflect an average of the operating cost components of rates of
payments issued to other FQHC facilities during the same rate period and in the same geographic
region, and with similar case load, and further provided that the capital cost component of such
rates shall reflect the most recently available capital cost data for such facility as reported to the
Department of Health. For each twelve-month period following the rate period in which such
facilities commence operation, the operating cost components of rates of payment for such
facilities shall be computed as described above.

For services provided on or after January 1, 2001, until such time as the new
methodology is implemented, facilities shall be paid via the methodology in place as of
December 31, 2000. The difference between the two methodologies shall be calculated and the
sum shall be paid, on a per visit basis, in the fiscal year immediately following implementation
of this new methodology.

For services provided on or after January 1, 2001 by FQHC’s participating in managed
care, supplemental payments will be made to these FQHC’s that will be equal to 100% of the
difference between the facilities reasonable cost per visit rate and the amount per visit
reimbursed by the managed care plan.
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